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Directory
Nature of Business Moter Vehicle Insurance Underwriters

Registered Office Level 3
25 Teed Strest
Newmarket
Auckland 1023

Location of Business Level 3, Dunvegan House
215 Haostings Street
Napier 4110

Incorporation Number 1228808

IRD Number 85-937-081

Directors S Scoft Chair
M Blalr Deputy Chair
G Clouston
B Hancock
HLynch
R Nicholls
B Ross resigned during the year

Paid in Capital 15,700,000

Auditor PricewaterhouseCoopers
188 Quay Street
Auckland 1142

Bankers New Zealand Assoclation of Credit Unions
25 Teed Streot
Newmarket
Auckland 1023

Soliciors Bell Gully
Vero Building
48 Shortland Street
Auckland 1010
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Premium income
Gross Written Premium
Uneamed Premium Movement
Gross Eamed Premium
Reinsurance Premium Ceded
Net Earned Premium

Clalms Expenses

Clalms

Movement in Quistanding Clalims

Recoverles Received

Movement in Expected Third Porty Recoveries
Total Clalms Expenses

Other Expenses

Acquisition Costs
Tolal Other Expenses
Tokal Expenses

Net Underwriting Income Profit

UNDERWRITING INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2012

This stafement should be read in canjunction with the accompanying notes.

Page 4

Note

oW W

2012 2011
$ $
4,180,158 4295477
31,276 294,789
4.211,434 4,590,266
(193,044) (64,145)
4018390 4,526,121
24629250 3,043,547
(148,620) 52,585
{501.451) [664,440)
78,079 87.767
2,057,298 2517459
493,169 350619
423,169 350,619
2430457 2,868,078
1,537,923 1,658,043

———
j—

pwe



Credit Union Insurance Limited
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UNDERWRITING AND STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2012

Income
Other Income
Interest Income
Gain on Sale of Asset
Total Income

Expenses
Depreclation
Amortisction
Employee Costs
Resiructuring Costs
Adminisiration and Operating Costs
Auditor Remuneration
Legal Fees
Legal Claim Cosfs
Loss on Sale of Assets
Interest Expense

Total Expenses

Underwriiing Income
Credit Union
Other Books
Total Underwrifing Surplus
Net Operating Profit/(Loss) before Taxafion
Income Tax Expense

Tohal Comprehensive Income Profil/{Loss) for the Yeor

This statement shovid be read in conjunction with the accompanying nofes.

Page &

Note
11

2012 aon

$ §
673,938 815,308
85,869 114,594
- 7.969
759,807 937.871
49,016 79.178
164,124 512564
92,278 706,732
39,577 36013
716391 872,186
54,512 52,233
8.747 5,145
- 331,750
10.785 i
- 5,830
1735430 _ 2,604,431
1302112 1,395,585
235,811 262458
1,537,923 1,658,043
562,300 .7
562,300 (@8717)
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Opsning Baiance - 1 July 2010

Capital Converfible Notes Redeemed
Interest Paid on Capital Convertible Notes
Total Comprehensive Profit / [Loss) ofter Tax
Closing Balonce - 30 June 2011

Share Capital Issued

Capital Converlible Notes Redeemed
Capital Convertible Notes Issued

interest Paid on Capital Convertible Notes
Total Comprehensive Profit / {Loss) after Tax
Closing Balance - 30 June 2012

Credit Union Insurance Limited
Financial Statements 30 June 2012

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2012

Capital
Share Converlible Accumulaled
Caplital Noles Deficit Total
$ $ $ )

13,377,000 3,073,000 (13,435.397) 3,014,603
- {750,000] = {750,000)
- - [159.026) (159.,028)
- - 18717} {8717
13,377,000 2,323,000 {13,403,140) 2,098,860
2,323,000 - - 2,323,000
- {2.323,000) - {2,323,000)
- 800,000 - 800,000
- - (133,549) (133,549)
- - 562,300 562,300
15.700.000 £00,000 (13,174,385) 3,325,411

This statement should be read In conjunciion with the accompanying noftes.
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Credit Union Insurance Limited
Financlal Statementis 30 June 2012

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2012

Total Equity

Current Assels
Cash and Cash Equivalents
Accounis Recelvable
Expected Recoveries
Future Funded Premiums
Deferrad Acquisition Costs
Prepald Expenses
Tax Refund Receivable
GST Receivable

Non-cuirent Assefs

Investments

Intangible Assets

Property, Plant and Ecuipment
Total Asseils

Current Liablifties
Bank Overdraft
GST Payable
Uneamed Premium Liability
Outstanding Claims Liabliity
Accounts Payable
Reinsurance Payable

Tolal Labllitles

Net Astels

This statement should be read in conjunction with the cccompanying notes.

These Financlal Sialemenis were authorised for lssve by the Board of Directors on 30 August 2010 and were

signed for on Bs behaif.

Note

15

16
17

19

K e

Page 7

2012
§

3,325,611

3,107,034

166,002

1,602,889
235,723

5467.148

522,640
229.228

4241435

m

2,094,840

2,535.413
183,653
434,079
1,310,770
144,172
25,895
723
168,694

4,803,405

510,065
250,839
136,986
5,701,295

2,069,514
628,528
133,393

3,404,435

2,094,880

%}]
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Credit Union Insurance Limited
Financial Statements 30 June 2012

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2012

Cash Flows from Operating Aciiviies
Cash was provided from:

Premiums Received

Interest Recelved

Clalms Recoveries

Other Income

Tox Refunds

Cash was applied fo:
Claims Pald
Reinsurance Paid
Staff Costs
Acquisition Costs
Administrafion and Operating Costs
Restructuiing Cosls
Tox Pald
Interest Paid

Net Cash Flow from Operaling Activifies

Cash Flows from Invesiing Activities
Cash was applied fo:
Net Purchase of Intangible Assets and Property, Plant and Equipment

Net Cash Flows from Investing Activifies

Cash Rows from Fnancing Aclivities

Cash was applied to:
Investment in/[Repayment of) Capital Convertible Notes
Interest on Capital Convertible Notes

Net Cash Flow from Financing Acfivities

Net Increase/(Decrease) in Cash
Cash at the beginning of the year
Cash ot the end of the year

This stotement should be read in conjunction with the accompaonying notes.

Page 8

Note

2012 20m

$ $
5,885,690 4,384,583
92,565 114.594
SZAIS 692445
673,938 82445
174,808 .
5354416 016,093
2,629,290 3.073,132
312,381 721,864
62,278 705,732
483,390 330,191
1,187,305 881,429
39,577 34013
- 181,480
- 85830
5,344,221 5.939,671
10,195 76422
106,354 282,489
106,354 282,489
(106,254) {282,48%)
800,000 " (750.000)
(133,549) [159.00¢)
558,451 {$09,026)
570,292 (1.115,093)
2535413 3,650,506
3,105,705 2535413
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Credit Union Insurance Limited
Financial Statements 30 June 2012

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

1. REPORTING ENTITY

Credit Union Insurance Limited (the "Company”) provides motor vehicle insurance policies across New Zealand and, from 1 July 2012, Is
an issuer in ferms of the Financial Reporting Act 1993 under the ferms of the provisional icence issued by the Reserve Bank of New
Zealand under the Insurance (Prudeniial Supervision} Act 2010. It is @ Compony incorporated and clomiclied in New Zecland. lis
registered office is included within the Direclory on page 3 of these financlal statements.

Statement of Compliance

The financlal sialements are prepared and presented in accordance wiih the Financial Reporfing Act 1993, These financial stafements
have diso been prepared in accordance with Generdlly Accepted Accounting Practice {NZ GAAP), applicable New Zealand
equivalents to Intemalional Financlal Reporting Stondords {NZ IFRS) and other authoiitalive pronouncements of the Accounting
Standards Review Board, os appropriate for profit-oriented enlifies. These financial stotements also comply with intemational Financial

Reporiing Standards.

2. SUMMARY OF SIGNIFICANT ACCOUNYING POLICIES
General Accounting Policles

The financial siatements are based on the general principles of historical cost accouniing. The golng concem concept and the accruals
basis of accounting have been adapted. The accounting policles have been consistently applied by the Company for all the financlal
periods presented in these financial stalements, except as amended for the changes required due to the adopfion of the new and
revised accounting standards as explained in part {q) Adoption of new and revised Standards and Inferpretations.

Forelgn currency ransiafion

ltems included in the financlal stalements are measured using the curency of the primary economic environment In which the entity
operates {the funciional curency). The financial statements cre presented In New Zealand Dollars, which s the Company's funciional
and preseniation curency. All valuss have been rounded off to the nearest dollar (§) unless otherwise stated,

Foreign currency monetary assets and liabiliies have been translated info the funclional currency at the rate of foreign exchange wiing
os at baionce sheel date. Transactions denominated in a forelgh currency are converted fo New Zealand dollars af the exchange rotes
in effect at the date of the transaction. Foreign exchange differences relafing 1o monetary items and gains and losses arising from
foreign exchange dealings by the Company are recognised in the Underwriling and Statement of Comprehensive Income.

Critical Judgements and Estimates In Applying the Accounting Policles

In the application of NZ IFRS the Directors are required to make judgements, estimates and assumptions about the canying value of
assets and Fabitifies that are not readlly apparent from other sources. These are based on historical experience and other various factors

and are reviewed on an ongoing basis.
The Direciors befieve that, as at the date of these Finoncial Stalements, there are no significant sources of estimation unceriainly that

have not been disclosed In these notes. However, the Company does make estimates and assumptions conceming fhe fulre, The
resulting accounfing estimates may not equal the related actual resulls.

Parlic uler Accounting Policles
The following parficular accounting policies which materially affect the measurement of profit and financial position have been opplied.

() Signiicant Accounting ]'olk:les Related o General insurance Coniracls

The moler insurance products meet the definifion of on Insurance confract {a contract under which one parly, the Insurer, accepls
significant risk form another parly, the policyholder. by agreeing fo compensate the policyholder if o spedified unceriain future event,
the insured event, adversely affects the policyholder} and none of the coniracts contaln embedded derivatives or are required to be
unbundied.

{b} Incoms Alributable to Insurance Business

Premium revenue comprises amounts charged to policyholders and excludas fire sevice and ecrthquake levies coliected on behalf of
staiutory bodies. The eamed porfion of premium recelved and recelvable is recognied as revenue. Premium and commission revenue
Is recogrised as eamed from the date of ottachment of risk (generally the date a coniact Is agreed to} over the period of the related
Insurance confract in accordance with the patiem of the rsk expected under the contract. The uneamed portion of premium is
recognised as an uneamed premium llabllity on the Statement of Ainancial Position.

(¢) Relnsurance Expense

Premium ceded to reinsurers ks racognised as on expense that is evenly spread from the dale of atfachment of risk 1o the end of the
period of the relnsurance contract over the period of indemnity of the reinsurance conlract.

Page 9
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Credit Union Insurance Limited
Financial Statements 30 June 2012

(d) Ciaims
The estimation of the outstanding cloims llablfty Is based on advice from Independent professional assessors. Thess may be

supplemenied over the life of the clalm by revisions, made by experienced cliims staff as the claim develeps. The estimates are
reduced by actual cloims payments made. A perceniage factor Is added to alow for claims that ore closed at balance date but will
be reopened. This is calculoted by analysing past claims fo detemmine the historical incidence of cloims being reopened. An overhead
and risk margin is added to arive at the final iobility esfimats.

Clalms expense represents clairm payments adjusted for movement in the outstanding claims fiabifity.

The sstimation of the outstonding claims liabilly invelves a number of key assumpilons and Is the most crifical aceounting estimate. The
Company lakes all reasonable steps to ensure that it hos appropriate infoomation regarding His claims exposures and employs extemal
octuaral odvice. However, given the unceriainty in estabilshing the kability, it Is fikely that the final outcome will be different from the
original kability estoblished. Changes In claims estimates impact profit or loss in the year in which the estimales are changed.

(e) Reinsurance and Other Recoveries
Reinsurance and other recoveries received or receivable on pald claims and on cutstanding claims flabllilles {notified and not yet

nofified} are recognised as income. Reinsurance does not relieve the originaling insurer of its fablities o policyholders.

(R Liablity Adequacy Test

The llabilily adequacy fest s an assessment of whether the canying amount of the unecmed premium licbllity ks adequate and Is
conducted at the reporfing date. If curent estimates of the expected fulure cash flows relating to fulure claims arlsing from the rights
and obligations under the current general insurance coniracts, plus an additional risk margin fo refiect the inherent uncerainty in the
ceniral estimate, exceed the uneamed pramium liabiity then the uneamed premium liabilily is cleemed to be deficient. Any deficiency
arising from the test is recognised in the Undemwrifing and Statement of Comprehensive Income, with the comesponding impact on the

Statement of Financlal Position.

{g) Assels which back Insurance Liablifies
Uimaitely all assets of the Company are available to back insurance liabliifies.

(h) Property. Plant and Equipment
Assels are depreciaied on o stralght line basis of rotes calculated to allocate the assels' cost, in equal Instalments over their estimated

useful lives which are assessed and regularly reviewed.
Assets are canied at historic cost value less depreciation. The useful lives attibuted to various assets are:
» Fumiiure, Filtings and Office Equipment up to 5 years

+  Computer Equipment 3 years

o Moflor Vehicles 4 years,

(1) Infonglbles
Intangible assets represent sofiware that is initiclly meosured ot cost. Following inffial recognition infangible ossets are canled at cost less
accumulated amorlisation and any impairment losses.

Intanglbles are amortisad over their useful economic life as follows:
« Software 3 years

() impairment of Tangible and infangible Assels
Al each balance sheet date, the Company reviews the carrying amounis of iis tangible and intangible assets fo determine whether

there is any indication that those assets have suffered an Impairment foss. If any such indication exlsts the recoverable amount of the
asset is estimated in order to detemine the extent of the impalment loss (If any). Where Itis not possible to estimate the recoverable
amount of the individual asset, the Company estimates the recoverable amount of the cash generaling unlt fo which the asset bslongs.
The recoverable amountis the higher of fair value less cosis to sell and value in use. In ossessing value in Use, the estimaied future cash
flows are discounted to thelr present value using a pre-fax discount rate that reflecis cumrent market assessments of the fime value of
money and the risk specific 1o the asset for which the esfimates of future cash flows have not been adjusted.

Where an impairment loss subsequent reverses, the canying amount of the asset (or cash generaling untt) is Increased to the revised
estimate of iis recoverable amount, but so that the Increased canying amount does not exceed the canying amount that would have
been determined had no impalrment loss been recognised for the asset {or cash generating unii] In prior years. A reversal of an
impaiment loss is recognised immediately in the Underwriting and Statement of Comprehensive Income.

Page 10
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Financial Siatements 30 June 2012

{k) Financkal Instruments
(a) Financial Assels

Financial assets are classifiad inte the following specified categories: financial assets ‘at falr value ihrough profit or loss', held-to-
maturity’ investments, ‘avaliakle-for-sale’ financial assets and loans and receivables’. The classification depends on the nature and
purpose of the financlal assets and Is detemmined of the fime of initial recognition. The financial assets held by the Company at yeor
end are classed as loans and receivables and financlal assets at falr value through profit or loss (FVYTPL).

{i) Loans and receivables
Trade receivables, loans and other receivables that have fixed or detenminable payments that are not quoted in an active market
are clkassified as loans and receivables. Loans and receivables are measured ot omortised cost using the effective interest method

less any impaiment.

{ii} Anancial assets at FYTPL are staled ot falr value, with any recognised gain or loss recognised In profit or Ioss. The net gain or loss
recognised in profit or loss incorporates any dividend or interest eamed on the financial asset.

(i} Impalment of financial assets

Fincnclal assets measured at amortised cost are reviewed at each balance date to determine whether there is any objeclive
evidance of impairment. If any such condition exists, the ossef's recoverable amount is estimated and provision is made for the
difference between the camying amount and the recoverable amount. As at the date of these Financlal Statements, no such
evidence of Impalrment exists.

(b} Financlal Liabikiles

Fnancial kabilities are recorded initially at fair value, net of fransaction costs. Subsequent to Initial recognition, labilifies are measured
at amortised cost. Any discount or premium arising on setflement, Including the direct fees Incued on set up, are amortised through
the inderwriting and Statement of Comprehensive Income over the Iifte of the coniract using the effective interest rate.

() Desivatives
The Company does not use any derivative financlal instruments and does not have any exchange rate exposure.

(d) Offsetting Financlof Insiruments
Financial assetfs and liabllities are not offset as there is no legally enforceable right fo offset.

{1) Taxation
Cument Tax
The income tax expense charged againsi the profit for the yeor Is the estimated labiliy In respect of that profit. It Is calculaied using
Tax rotes and tax laws that have been enacted or subsiantively enacted by the reporling date. Currert tax for the curent and prior
periods is recognised as a llabllity (or asset) to the extent that it is unpald {or refundable). Tax assels are ofifset only when there is
legolly enforceable right fo set off the recognised amounts, and an intention to settle on a net basis,

Deferred Terx

The liablity method of accounting for deferred faxation Is applied on a comprehensive balonce sheet basls Inrespect of temporary
differances between the canying amounts of assets and labilifies in the finoncial statements and the coresponding tox base of those
liems, Deferred tox liabilifies are recognised for all temporary differances. Deferrad fax assets are reviewed at each balance date
and reduced to the exient that it is no longer probable that sufficlent taxable profits will be avaliable to allow dlf or part of the asset to
be recovered. Defered tax is calculoted ot the tax rates that are expected to apply in the perod when the llability is settled or the
asset s realised. Deferred fax s charged or credited in the Undemrifing and Statement of Comprehensive Income.

{m) Goods and Services Tax (GST)
Revenue, expenses and assels are recognised net of the amount of GST except:
= When the GSTincumed on a purchase of goods and services is not recoverable from inland Revenue in which case the GSTis

recoanised as part of the cost of the acquisition of the assets or as part of the expense ltem s applicoble.
* Receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payabile to, the Inland Revenue ks included as part of receivables or payables In the
Statement of Financial Position.

(n) Stolement of Cash Flows
The Statement of Cash Flows [s prepared exclusive of GST, which ks consistent with the method used in the Underwriting and Statement of
Comprehensive iIncome. The GST compenent of cash flows arsing from investing and financing acfivilies, which Is recoverable from, or
payable to, the Inland Revenue Is classified as operating cash flow. The following are definitions of the tems used in the Statement of
Cash Flows:
= Cash equivaients are shorl ferm, highly iquid investments that are readily converfible to known amounts of cash and which are
subject to Insignificant risk of changes in value.
* Cash flows are inflows and outflows of cash and cash equivalents,
* Operafing activities are the principal revenue producing activities of the entity and other activities that are not Investing or financing
activifies.
* Investng activities are the acquisition and disposal of long-term assets.
* HAnancing activities are activities that result in changes in the size and composition of the confributed equity and bomowings.

Page 11



Credit Union Insurance Limiled
Financial Statements 30 June 2012

{0) Employee Benefits

Provisich is made for benefifs accruing to employees in respect of wages and salaries, annual leave ond sick leave when it s probable
that sefflernent will be required and they are capable of being measured reliably.

Provisicn made in respect of employee benefits are measured at their nominal values using the remuneration rate expected to apply ot
the time of setllement.

{p) Basls of Measuring Income and Expenses

Income and expenses are accounted for on an accrual basls.

{q) Changes in Accounting Policles
All accounting policles have been applied on bases consistent with prior periods apart from these detailed below which have arisen
from changes In the accouniling standards applicable to the Company:

* Presentafion of Financtal Stalements: Amendments to NZ IFRS 1 required entiies to separate iflems presented in other comprehensive

income into two groups, based on whether they may ba recycled fo profit or loss in the fulure. This change has not affected the
mecsurement of any of the ifems recognised in the Statement of Fnancial Position or the Statement of Camprehensive Income in the

cument perod.

Relaled Parly Disclosures: The Company has Implemented the changes in Related Parly Disclosures as required by N2 IFRS 24. The
amendment clardfies and simplifies the definliion of a related parly and removes the requirement for govemment-elated entlties fo
disclose deldlk of all fransactions with the govemnment and other govemment-related enfities. The change has had no effect on the
Company's orits parent eniily’s relaled porty disclosures,

Transters of Financlal Assels: Amendments to IFRS 7 Financial Instruments; Disclosures introduced addltional disclosures in respect of
risk exposures arising from fransferred financlal assets. The amendments affect particularly entities that sell, factor, securifise, lend or
otherwise fransfer financlal assets e other partles. They have not had any significant Impact on the Company’s disclosures,

Deforred Tax: Recovery of Underlying Assels: The IASB amended IAS 12 income Taxes o provide a practical approach for measuring
defered tax liabilittes and deferred 1ax assefs whan investment property is measured using fhe fair value model. IAS 12 requires the
mecsurement of deferred tax assefs or iabilities to reflect the tax consequences that would follow from the way management
expects o recover or seftle the camying of the relevant assets or fabilifies, that is through use or through sale. The amendment
infroduces a rebultable presumption that investment property which is measured at fair value is recovered entiraly by sole, As the
Company owns no invesiment property the change In policy had no Impact on the Company’s financlal statements.

(r) New accounting standards and Interpreialions issued not yet effective and have not been early adopied by the Company

The following standards and amendmenits to exisling standards have been published and are mandatory for Company’s accouniing
periods beginning on or after 1 July 2012 or laler periods, but the COmpcny has not earty adopted them.

Nl IFRS 9 Anancial lnsirumenis addresses fhe clcssrﬁcohon. measurement ond de—recognmon of ﬁnanclul assels and financlal iabiities.
The siandard is not applicable until 1 January 2015 but is available for earty adoption. NZ IFRS 9 replaces the multiple classification and
mecsurement models In NZ IFRS 39 with a single mode! that has only two classiication categories: amortised cost and falr value. The
Company k yet fo assass the full impact of NZ IFRS 9.

NZ IFRS 13 was releosed in May 2012, NZ IFRS 13 explains how fo measure fair value and alms o enhance falr value disclosures, The
Company has yst 1o determine which, If any, of its curent measurement techniques will have to change as a result of the new
guidonce. It s therafore not possible to state the Impact, If any, of the new rules on any of the amounts recognised In the financial
statements. However. application of the new standard will impact the type of Information disclosed in the notes to the financial
statements. The Company does not intend to adopt the new standard before its operative date, which meons that it would be first
appied in the annual reporifing period ending 30 June 2014,

Revised N7 IFRS 19 Employee Benefifs {effective 1 January 2013}

In Jure 2012, the IASB released d revised stondard on accounting for employee benefits. An equivalent revised NZ IFRS 19 Employee
Beneflls [s expecied fo be ssued shorlly, The revised standard requires the recognition of all re-measurements of defined benefit
lioblifles/assets immecialely in other comprehensive incoms {removal of the so-called ‘conidor’ method) and the calculafion of a net
Interesi expense orincome by applying the discount rate to the net defined benefit kability or asset. This replaces the expecied refum
on plan assets that is curently included in profit or loss. The slandard also infroduces o number of addilional disclosures for defined
beneft ligbllities/assets ond could affect the fiming of the recognifion of termination benefits. The amendments will have to be

implemented retrospectively.

pwe
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Credit Union Insurance Limited
Financial Statements 30 June 2012

3. CLAIMS
(a) Reconcliation of movemenis In Gross Ouistanding Claims Liablifty
TG aﬁn— T ESIOE '."'2@"*_“ PR o
% T § SR @, YA a e s ey $ 2P A A e e
Opening Claims Liabllity 773,000 750,000
Clalms Expense 2,480,670 3,096,132
Claims Poid _ ___(2.629.290) {3,073,132)
Clesing Claims Liabs ; : Do AR L MR e Gy
{b) Ceniral Estimate and Risk Margin

The claims esfimation process commences with the projection of the future payments relating to claims Incurred at the reporting date.
The expected future payments include those In relatfion to claims reported but not yet paid or nof yet pdid in full, clalms incured but not
reported ('1BNR), plus claims closed thal may be reopened and is subject to actuarial review,

The estimation of the outstanding claims liabllity ts based on the case estimate for each accident typa. The sstimation of the cost of
claims reported but not yet pald in fullis made by muliiplying the number of oulstanding ¢laims in each accident category by historical
averages for those categories and deducting costs paid fo date. A further perceniage factor Is added to allow for claims that are
closed at balance date will be reopened. This is calculated by analysing past ckaims to determing the historical incidence of cidims
being reopened and Is subject fo actuarial review.

The IBNR provision Is based en a convenfional chaindtadder method applied to the cost of claims reported fo date in respect of each
month of loss.

As at 30 June 2012 the central estimate of the outstanding claims liobility was evaluated by Peter Davies (a Fellow of the NZ Society of
Actuaries) of Davies Financlal and Actuarial Limited. Mr Davies is safisfied as to the nature and accuracy of data in the outstanding
claims fiabflity,. Mr Davies is from an organisation which Is independent of the Company.

NZ IFRS 4 *Insurance Contracis” prescribes that an additional risk margin should be maintained in the clalim provisions, 1o ensure a greater
thon 50% likellhood of the sufficiency of the providons. The actuary has recommended a risk margin of 8.5% (2011: 8.5%), which provides
a likelihood of sufficlency of 75% {2011: 75%). The Boord of Directors has elected fo provide 17% (2011: 18.5%) which provides a lkefhood
of sufficiency of 90%.

insurance costs are sublect to infialionary pressures over tima. However, the period belween the valuaiion dote and the settiement of
most claims is relatively short so any Increase in costs as a result of Inflations imited. Also, due to the short setlement periods the effect
of discounting expected future payments ks also limited and with these two elements being small and acting in opposite directions, both

have been Ignored.
Compesition of Quistanding Claims Liabiiity

Ceniral Estimate of Ouistanding Claims Liabiiity ' 472,147

Addifion of 17% (2011: 18.5%) fisk margin 87,347

Addition of 21.5% (2011: 18.5%) allowance for indirect claims
management cost

spizie snais

|Quistanding Claims Lickbility
IBNR

ey XLy s

|Clqlms Liabilty
The average weighted expecied term to settlement of Outstanding Claims as at 30 June 2012 s approximately 39 days {2011 43 days).

Page 13
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4. INSURANCE CONTRACT RISK MANAGEMENT

A key risk from operating In the general insurance Industry Is the exposure to Insurance risk arising from underwiiting. The Cormpany
underwrites motor vehicls insurance coniracts. The insurance coniracts transfer risk to the Insurer by Indemnifying the policyhoiders
against adverse affects aiising from the occumence of specified uncertan future events. The fisk Is that the actual claims to be paid in
relation to controcts will be different 1o that estimated at the fime a product was designed and priced. The Company s exposed to this
fisk because the price for a contract must be set before the losses relafing to the product are known. Hence the insurance business
involves Inherent uncertainty.

A fundamental part of the overall risk managsment strategy is the effeciive govemaonce and management of the risks that impact the
amount, fiming and uncertdinty of cash fiows orfsing from insurance coniracts.

(a) Risk Management Objectives and Policies for Miligating Insuronce Risk

The risk management activities can be broadly separated into undenwiting (acceptance and pricing of risk), clalms management,
reserving. and investment management. The objective of these risk management funciions is o enhance the longer term financial
performance of the overall Insurance operations,

The key poicles in place mifigate risks arising from underwrifing insurance contracts include the following:

* Acceptance of fisk - The Company is primarily an Insurer only of motor vehicles. Records of resulis and trends achieved by each seller
of Insurance for the Company are analysed carefully ond seliers whose porifolios are retuming unacceptable levels of fisk efther have
their price adjusted accordingly or lose thelr right fo sell policles for the Company.

Pricing - Underwrifing results for a single insurance product enables the Company’s underwrilers 1o calculate acceptable pricing,
ferms and conditions of cover.

Reinsurance - Through reinsurance the Company has been able fo cap tts modmum liablity In the event of an aecldent to $100,000.
This amaouni Is well within the Company’s reserves. The Company's relnsurance programme is siruciured to adequately protect the
Company's solvency ond capifal posifion. 1t covers per risk and event losses in New Zealand. The Counterparty reinsurer is Munich Re
which has a credit rating of *AA-"in the reinsurance catastrophe programme.

* Claims management - Claims are handled in-house by the Company’s own claims department. Staff are allocaled setiing limits and
authorifies commensurate with thelr levels of experierice. These authorily levels ore reviewed regulardy. Claims staff deal solely with,
and are very experienced in motor vehicle insurance claims. Overdll authority and claims management is provided by the
Company's Claims & Service Centre Manager who has over fwently years experience in cloims management in New Zealand. Clalms
files are ragularly randomly reviewed by the Company's Claims & Service Centre Manager.

Investment management - All premium Income is held In New Zealand Association of Credit Unfons bank and investment accounts.
The only other Investments are In New Zealand Govemment Stock.

Conceniration of Insurance Risk - The Company reguiarly analyses ond reviews the geographical spread of risk fo ensure thof the

Company is not overexposed In any one region or cenire.

{b) Terms and Condlitions of Insurance Coniracls
All fhe Company's insurance coniracts wittien are entered inte on a standard form and on on annual/instolment payment basis. There
are no special terms and condiions In any non standard contracis that wouid have a material impact on the financlal stalemends.

(<) Credit Risk
Financlat assets or liabilities arsing from Insurance contracts are presented on the Statement of Financial Position. These amounts best

represent the madmum credit risk exposure at _reporﬂng date.

The credit risk relofing o Insurance coniracts relotes primarily to premium recelvable which is due from policyholders and eredit union
Intermediories. The infemmediaries collect premium from policyholders and remit the monles to the Insurer in accordance with
contractual arangements, and paid within 30 days.

(d) Inferest Rate Risk

The underwriting of motor vehicle insurance contracts creates no exposure fo the risk that interest rate movemenis may impact ihe value
of the outstanding claims labillly because the outstanding claims iabiity is not discounted due fo the shert tall nature of claims.

(e) Operational Risk
Operationai risk is the risk of financia loss (including lost ocpperiunities) resulling from extemal events and/or inadequate er falled intemal |

processes, people and systems, Operational risk is identified and assessed on an ongoing basis ond the capital management sirategy
includes consideration of operational risk. Management ond staff are responsible for idenfifying. assessing and managing operational l
fisk in accordance with thel roles and responsibiities.

pwe
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(f) Senstiivity Anclysis
sensitivily of risks relates primarily to the risk margin assessments which are set out above in Noie 3, These are reviewed annually and

change in accordance with cument best estimates using advice of the Company's Actuary. The financial impact of these senstivity
changes are set out in Note 3.

Sen Calcviatfions Balance Sensitivity
mmlng Cloims Liabity 524,380
Reopening allowance 10% higher 4,765
Reopening allowance 10% lower {4,765)
Claim esiimates 10% higher 52,421
Clgim esimated 10% lower (52.421)
Administration costs 10% higher 7.817
Administrafion costs 10% lower (7.617)
IBNR 100,000
Claim repoiting 10% longer 24,026
Claim reporting 10% quicker (23,459)
5. EXPECTED RECOVERIES RECEIVABLE
(a) Reconciiiation of Movements for the Financiol Year
' - T TRaDia (AL i b
| T R
Opening Expected Recoveres 434,079 547.871
Increase in Expecied Recoveries 423,372 578,673
Actual Third Parly Recoveries Received {527.415) {692,465)

Expecied Recoverles Recelvable as stated in these financial stalements are calculated by discounting the Recoveries Debiors ledger by
arangs of factors and then adding on the alliowance to recognise that a portion of the Ouistanding Clalms Liability will aiso be
recovered. The Recoveries Debtors ledger is divided into three categories; debts where labiiily Is acknowledged and covered by other
insurance companies, debts where the debtor has acknowledged liabliity and enfered Into a payment orangement, and remaining
debts where the Bablity is elther disputed ar no payment arangement is yet entered inte.

Receivables under payment arangements are discounted by 20% and the balance of raceivables are discounted by 50% to 100%
depending on age.

At balance date a percentage of the Oulstanding Claims Liabilly Is added to the Expected Recoveries Receivable. The percentage
used is based on historical monies recovered against claims paid.

{b) Relnsurance Programme

Risk underwiitten are reinsured in order 1o limit exposure to losses, slabilise eamings, protect capital resources and ensure efficient control
and spread of tha risks underwiitten. The Company buys reinsurance in iwo forms, motor third party properly damage and moior own

damage catosirophe single event proteciion.
The Board and senior management assess the Company’s reinsurance programme as existing and for ihe following year based on
identification of the Company’s exposure and its ability 1o meet claims from ifs capital base.

&. DEFERRED ACQUISITION COSTS

Reconcllialion of Movements for the Financial Year

ws R g R Mo T o ST N p
Opening Defered Acquisition Costs 164,172 162,444
Acquilsition Costs Paid 483,390 330,19
Acquisition Costs Released 411,839} (328,443)
Goosing Detawed Auquidion Coss -7 IR TS )

Acquisiiion costs are primarily commission costs and represent seller and agency commissions paid to third parties to acquire Insurance
policies. Commisslons are paid up front upon recelpt of premium and expensed over ihe ife of the policy.

Page 15
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7. UNEARNED PREMIUM LIABILITY
{a) Reconciilation of Movements for the Financlal Year

X l; o o< n.a_;‘_ A S B R dﬁ‘ii B fa s 'f'_'f- ~
oot B s Ep- 0 - i S e »ﬂls A S :-
Opening Uneamed Premium Liakilty 2,069,514 2,364,303
Gross Wiitten Premium for the Period Before Cancellations 4,904.868 5,076,505
Prerniums Cancelled Duing the Year {724,710] (781.028)}
Premiums Recognised Dungg fh§ Year (4,211,434} {4,590,266)
Clotig Orisoinuid Brén som g T ORBAR Y T e e T MRy
(b) Liabillly Adequacy Test

The Compoany's actuary hos assessed the unexpired risk reserve in respect of in-force policies, comprising the expected claim cost for the
period up o the next renewal dats, and the cost of manoging those claims and providing other adminisiration services required fo
manage the policies over that fime. The acluary's view Is that the unexpired risk reserve In respect of In-force policies is opproximately
4.0% (2011: 9.6%) lower than the uneamed premium provision. The conduct of the liabilily adequacy test idenified a surplus at the level
of 75% likellhood of sufficiency (2011: 75%). Accordingly there is no need fo recognise any deficlency in the uneamed premium provisicn.

8. INSURANCE PROVISIONS

The Company has a financial strength rating of “BB (Stable Outlook)” Issued by Standard & Poors. The Company's reinsurance

programme Is structured to adequately profect the Company's solvency and caplial posiiion. It covers per risk and event losses in New
Zealand. The Counterparty reinsurer Is Munich Re which has a credit rating of "AA-"In the relnsurance catasirophe programme.

9. INTEREST INCOME

NZACU Call Account

Govemment Stock

Loss on Investments Measured at Fair Value
Other Interest

TOTAL INTEREST INCOME

10. INTEREST EXPENSE

Interest Paid
TOTAL INTEREST EXPENSE

11. OTHER INCOME

Insurance Management Fee
Monihly Funding Income
Other Income

TOTAL OTHER INCOME

12. EMPLOYEE COSTS

Wages and Salaries
Other Siaff Costs
TOTAL EMPLOYEE COSTS

13. AUDITOR REMUNERATION

Auditor's Remuneration

- Audit Fees paid fo PricewaterhouseCoopers
- Other Fees paid to PicewaterhouseCoopers
- Audit Fees paid to Deloitte

- Intemal Audit Fees paid 1o Willam Buck
TOTAL AUDITORS REMUNERATION

Page 16

2012 2011
$ $
70,251 93,727
24,641 20,857
{9.028) {9.142)
5 9,152
85,869 114,594
2012 2m
$ $

- 8.830
- 8,830
289,048 445207
384,769 369,051
121 1,030
673938 815,308
675771 672,388
16,507 34344
2278 706732
31,270 31,000
9,108 8,700
. 3,607

14,134 852

54,512 52233
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2012 2011
14. TAXATION $ §
Income Tax Recognised In Profif or Loss
{Loss) / Surplus before Taxation 562,300 18,717)
Income Tax at Curent Rate of 28% (2011: 30%} 157.444 {2.815)
Prior period adjusiments 325 -
Interest on Capiltal Converlible Notes (37.394) (47.708)
Non-Deductible Expenses - 95,672
Utikisation of losses not previously recognised as deferred tax assets {120,375) (45,349}
TAXATION EXPENSE - -
Current Tax Assels
Tax Refund Receivable 62 729
62 729
Deferred Tax Balance
Gross Defemed Tax Liabilifies:
Property, Plant and Equipment {577) {10,691)
Intangibles (2.579) -
Deferred Acquistion Costs {66,002) (45,968)
(69,158} [56.659)
Gross Defered Tax Assets:
Provision for Empioyee Entiflements 9.812 9,035
Other 2,064 1,745
Tax Losses Recoghised 57,282 45,879
69,158 56,659
Unrecognised Deferred Tax Balances
The following deferred tax assets have not been brought to account
os assels:
Tex Losses 808,124 939.902
808,124 939.902
EEEE————
Impuiaiion Credlt Account

The balance of the Imputation Credit Account at 30 Juna 20121s $NI (2011 : $Nilj.

2012 m
15. EQUITY $ $

Accumulated Deficit
Balance af the Beginning of the Year {13,603,140) {13,435,397)
Interest Pald on Capital Convertible Notes {133.549) (159,026)
Total Comprehensive income for the Year 562,300 {8.717)
Balance at the end of the Year (13,174,389) (13,603,140}
Capital
Fully Paid Ordinary Share Capital 15,700,000 13.377.000
Capiital Convertibie Notes 800,000 2,323.000

16,500,000 15.700.000
Tota Equily 3,325,611 2,096,860

The shares are fully pald up ordinary shares that do not have a por value.

During the year there was a conversion of $2,323,000 worth of capital convertible notes. As af balance date the unconveried
converible capital notes fotalled $800,000 {2011: $2,323,000). The convertible capltal nofes in Issve are non—redeemable, cany a 15%
coupon rate payable at the discretion cf the Company and convert to ordinary shares on 1 July 2015.

pwe
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16. CASH AND CASH EQUIVALENTS

Cash 8 Bank Balances 57034 160413
Short Term Deposits 3.050.000 2.375,000
3,107,034 2,535413
Bank Qverdraft (1.,329) -
Balance at the end of the Yeor 3,105,705 2,535413
17. ACCOUNTS RECEIVABLE
Trade Receivables 173,374 169,886
Provislon for Insunance Policy Canceliafions {7.372) (6,233)
Balance at Yeor End 166,002 143,653
18. INVESTMENTS
Govemnment Stock 6.5% maturing 15 April 2013 522,64Q 510,065
522,640 510,065
All investments are measured at fair value through profit or loss.
012 2011
19. PROPERTY, PLANT AND EQUIPMENT $ $
Computer Equipmant
Opening Cost at beginning of Year 751,698 660,430
Additicns 92,321 91.268
Disposcils (653.554) -
Closing Cost at Year End 107,465 751.698
Opening Accumulafion Depreciation at Beginning of Year 659,526 607.548
Depreciation Bgpense 13.747 51978
Disposals [578,276) -
Closing Accumulated Depreciation at Yeor End 94,997 659,526
Net Book Value at Year End 12,468 92,172
Motor Vehicles
Opening Cost af Beginning of Year 35,556 59.835
Disposcis - 24,279
Closing Cost of Yeor End 35,556 35.556
Opening Accumulated Depreciation at Beginning of Year 26,790 35,605
Depreciafion expense 8,766 13,947
Disposals - {22,762)
Closing Accumuloied Depreclafion at Year End 35,5564 26,790
Net Book Value at Year Bnd & 8.764
Furniture, Fitings, Office Equipment
Opening Cost at beginning of Year 147,963 145,927
Addifions 3,842 5414
Disposals (98,594) (3,380)
Closing Cost at Year End 53.211 147,943
Opening Accumulated Depreciation at Beginning of Year 111.915 100.528
Depreciation Bxpense 26,503 13,253
Disposals [95,160) (1.868)
Closing Accumulated Depreciation at Year End 43,258 111,915
Net Book Value at Year End 7.953 36,048
232,421 136,986

Total Canying Amount at Year End

There were no impairmnent [0sses in raspect of property, plant and equipment,
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20. INTANGIBLES

Computer Software

Opening Cost at beginning of Year
Additions

Intangibles Wiitten Off

Closing Cost at Year End

Opening Accumulated Amortisation at Beginning of Yeor
Amoriisation Expense

Intanglbles Written Off

Closing Accumulated Amortisation ot Year End

Net Bock Valuve at Year End

21. ACCOUNTS PAYABLE

Trade Payables
Empioyee Expenses Accrued
Other Accrued Expenses

22. LEASES

Non Canceliable Operafing Lease Paymenis
Lease Liobiities Commitrments:
Not Later than 1 Year
Later than 1 Year Not Later than 2 Years
Later than 2 Years Not Later thon 5 Years

23. CONTINGENT LIABILITIES

There were no confingent kabilifies oulstanding at balance date (2011: $Nil).
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2012 2011
$ $
3073,134 2876329
143,413 196,805
{2.409.408) -
807,339 3073134
28295 2309731
164,124 512,564
(2.406,308) .
578,111 2,822,295
229,228 250,839
137,948 183,298
45,782 50,644
47,978 394,586
231,708 628,528
37,000 37,000
12.333 37,000
- 12,333
49.333 86,333
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24. FINANCIAL INSTRUMENTS

Financial Risk Management Objectives

The New Zealand Association of Credit Unions provides services fo the Company. Including co-ordinating access to funding, a treasury
function, providing banking facllities, ond managing extemnal banking relationships. The Company does not enter info or frade financial

instruments for speculative punposes.
Copital Risk Management

The Company manages s capital resources to ensure that if will be able to withstand the assessed business and financlal risks orsing
from operations. The level of capital invesiment Is determined by reference to market norms and the requirements of external agencles
such gs rating agencies of regulators,

The Board of Directors and management of the Company regulary review the capilal adequacy of the Company using the Reserve
Bank of New Zealand's solvency siandards to determine the Company's needs.

Financlal Assels and Liabliifies
The carrying amount to all financial assels and liabiliiles are considered to be equivalent to thelir fair value.

Financlal Insiruments by calegory
2012 201

$ $
Financiol assets at folr value through the profif or loss

Investments 522,640 510,085

Total assets at falr value through the profit or loss 522,640 510,065
Loans and receivables
Cash and cash equivalents 3,107,034 2,535,413

Accounts receivable 166,002 143,653

Total loans and recelvables 3.273.038 2,499,066

Total financlal assels 3,795,674 3,209,131

Other financial licbilities ot amorlised cost

Bank overdraft 1,329 -
Accounts payable 185,924 577,884
Relnsurance payable 14,056 133,393
Total other financial liabiities at amortised cost 201,311 711,277
Total financial Habiiities 201311 711,277
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Interest Rate Risk Management

interest rate fisk is the risk of loss to the Company arising from adverse changes in Inferast rates. This exposure In respect of Statement of
Rnanclal Position Assets and Liabliities depends on the degree of mismaich batween the value of inferest sensilive assets and liabliifies.
The risk is managed by invesling on a short ferm basis s far as possible, The tables that follow show the relationship betwesn interest

sensifive financial assets and llabikties.

As ot 30 June 2012 Average Lessthan3 3monthsfo 1-2years 2-5 yaars 5+ years Non Inlerest Tolal
Inferest months 1year Sensitive
Rale
Agsels
NZACU Call Account 25% 1,260,000 - - - = - 1,260,000
Other Cash Balances 3.5% 1,847,034 - - . - . 1,847,024
Accounts Receivable - - - - - 164,002 166,002
Investrents 65% _ 6749 515891 - - < - 522,640
3,113,783 515,891 - - - 184,002 3,795,678
Llabilities
Bank Overdraft 8.8% 1,329 - - = - - 1329
Accounts Payable - - - - - 185.926 185926
Reinsuronce Payable - - - - - 14,058 14,056
1,329 - - - - 199,982 201,311
On Balance Sheet Inferest .
Sensitivity Gap __3112.454 515,891 - - - (33.980) 3,594,345
As ot 30 June 2011 Average lessthan3 3 monthsto  1-2years 2.5 years 5+ years Non Interest Total
Interest  monihs 1yeor Senshive
Rate
Asseats
NZACU Call Account 2.5% 2,375,000 - = L - . 2,375,000
Other Cash Balances 3.1% 140,413 - - - - - 160,413
Accounts Receivable - - - - - 163,453 183,653
Investments 6.0% 3,750 506315 - = = - 510065
2,539,163 506,315 - - - 143,653 3,209,131
Liabililies
Accounts Payable - - - N - 577884 577884
Relnsurance Payable - - - - - 133,393 133,393
- . - - - 711,277 1,277
On Balance Shee! Inferest
Senshivily Gap 2,539,143 - 504,015 - - - (547.424) 2,497,854
Interest Rale Sensiiivily Analysis
The sensilivily analyses have not been calculated as there are no floating rate kabiiities at balance date,
Credit Rlsk Management

Cred risk refers fo the risk thal a counterparty will default on its contractual obligations resulting in financial loss to the Company.

Risk Is minimised by invesiing with the New Zealand Association of Credit Unlons who maintain a well diversified investment portfolio
with conirols over maturtly, counterparty and concentrafion of Investments. Accounts receivable are spread widely amongst resellers
who are actively managed for debt collection.

The canying amount of financial assets recorded In the financial statements, which is net of impalmmen losses, represents the
Company's maximum exposure to credit risk.
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Liquidity Risk Management

Liquidity fisk Is the risk that the Company will have difficully in meeting commitments associated with its financial kabilities and future
commiiments, The Company manages lis exposure o Equidity risk by maintaining sufficient fquid funds fo meet its commitmenits
based on historical and ferecast cash flow heeds. This policy Is based around the NZACU Call account where a lorge cash balance is

held, which is available ot less than one months notice.

The tables that follow detail the Company’s remaining controctual maturity for its financial aossels and fiabiliies. The tables have been
drawn up based on the undiscounied cash flows of financlal assets and liabllities based on the earliest date on which the Company
canbe raquired to pay. The fable Includes both interest and principle cash flows.

lessthon3 3Imonihste  1-2years 2-5 years 5+ years Total
months 1year
2012
Assels
Cash and Cash Equivalenits 3.107.034 - - - - 3,107,034
Accounis Recaivable 164,002 - - - - 166.002
Investments 6749 _515891 - - - 522,640
Total inanclal Assets 4,271,785 515,801 - - - 3,795,676
Uabiliies T
Accounts Poyabie 185,926 - - = - 185.926
Relnsurance Payabie 14,0564 - - & - 14,056
Total Financlol Uabliities 199.962 - - - - 199,982
Net Liquidlly Gap 3,079,803 515,891 - - N 2,595,494
lessthand 3 monthsto 1-2years 2.5 years 5+ yeors Tolal
months 1 year
201
Asse's
Cash and Cash Equivalents 2,535413 . - - - 2.535413
Accounts Recelvable 183,653 - - - - 163,853
Invesiments 3,750 506315 - - - 510,065
Tolal Ananclal Assels 2,702,814 504,315 - - N 3,209,131
Liabllties
Accounis Payable 577,884 - = - - 577,884
Relnsurance Payable 133,393 - - - - 133,393
Total Financial Labilities 711,277 - - - - M3
Net Lquidlly Gap 1,991,539 506,315 . - - 2497,850_

Falr Yalve of Fincmclal Inskruments
Fair value measurernents recognised in the Statement of Financial Pasition.
Financial instuments are categarised intc 3 levels:

Level 1 fair value measurements are those derived from quoted prices {unadjusied) in active markels for identical assets or obities.
Level 2 falr value measurements are those desived from inputs other than quoted prices Included within leve! 1 that are observable for
the osset of labifily, elther directly (l.e. as prices) or indirecily {i.e. derived from prices).

Level 3 fair value measurements are those derived from valuation techniques that Include Inputs for the asset or liability that are not
based on observable market dala {unobservable Inputs).

The only financial insirument classified at FYTPL are investments of $522,440 (2011: $510,065) which are categorised as Level 1 as they
are valued using wholasala quoted prices. There were no transfers between and levels.

The Dlrectors consder that the camying amount of financial assets and financiol iabiliies recorded al emortised cost In the financlal
statements approximate thelr falr values.

Page 22

pwr




‘r

¢

Credit Union Insurance Limited
Financial Stalements 30 June 2012

25, RELATED PARTY DISCLOSURES

Pavent Company
The Parent Company is CU Securities Limited.

UHimate Conirolling Parly
The ulfimate controling porly Is the New 2ealand Association of Credit Unlons (NZACU).
Transactions with parent and Ullimate Confroliing Entity 2012 am

$ $
Converiible Capital Notes to NZACU redeemed dwing the year. - 750,000
Converiible Caplial Notes to NZACU Issued during the year. 800,000 -
NZACU provide banking faciities to the Company. At the 30th June 2012 the
amount held as Shorl Term Deposlis was 3,050,000 2,375,000
Consulting services charged by NZACU. 72,456 127.214
Manogement services charged by NZACU. 219422 56,612
Interest was received from NZIACU 70,383 93,726
Insurance services were provided to NZACU 287,407 443,518
Fixed Assets sold to NZACU 70,160 .

None of the terms or conditions of these services has changed since the Company Jeined the NZLACU Group,
Related party fransactions were made on terms equivalent to those that prevail in ams length transactions.

Due (io) / from Related Pcaties. 2012 2011

$ H
Due to NZACU 52,285 60,396
Due from NZIACU 25,826 45,230

Key Management Personnel Compensation

The compensalion of the Directors and exacutives. being the key management personne! of the entity. ks set out below:
02 m

§ s
Shorl term employee benefits " 32,083
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26. RECONCILIATION OF FINANCIAL PERFORMANCE DEFICIT TO NET OPERATING CASH FLOWS

2012 2m
$ $
PROFIT/(LO3S) AFTER TAXATION 562,300 8,717)
Adjustment for : Non Cash Hems:
Depreciation 49,016 79178
Amortisation 164,124 512,564
Falr value loss on Govemmeant Stock 9028 9,142
[Galnjfloss on sale of Assets 10,785 (7,949)
232,953 592,915
Movemenis in Working Capital
[Increass)Decrease In Recelvables (2.349) 96,197
Decrease In Uneamed Premium Liabliity (31,276) (294,789)
{increase) / Decrecse In Deferrad Acquisifion Costs [71,551) {1.728)
{Decrease) in Outstanding Claims Labiliity {148,420) 23,000
(Decreass) fincrease In Accounis Payable {396,820} 407 967
Decrease In Tax Refunds Recelvable 667 -
Decrease/{increase) in Future Funded Premium [292,119) {7.093)
Decremse/{increase) in Expecied Recoverles 104,043 113,792
Decrease/[increase) in Prepald Expenses 495 (5.928)
Increase In Relnsurance Paycble {119,337) [657.71%)
Increase/(Decreass) In GST Recelvable 168,494 {181,477}
Decrease/{increase) in GST Payable 6113 -
Increase/[Decrease) In Accrued Interest (2,998) -
(785,058) (507,778)
NET CASH FLOW FROM OPERATING ACTIVITIES 10,195 76,422
27. SUBSEQUENT EVENTS

There were no evenis subsequent to balonce date that would require disclosure in the Financlal Statements.
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STATUTORY DECLARATION

2012 2011

$ $

The net surplus/(deiicit) of the Company for the peried under review after tax was: 562,300 8.717)
Reserves
Accumulated Losses
Opening Balance {13.603,140) [13,435,397)
Dividend Deciared - -
Interest on Capltal Convertible Note {133,549) [159.026)
Net Surplus for the Year/Period 562,300 (8,717)
Balance at End of Year/Peilod (13,174,389)  { 13.603.140!

General
As required by section 211 of the Companies Act 1993 we disclose the following information:

There was no change In the main activities of the Company during the perlod under review.
The Directors believe the siate of the Company’s affairs to be safistactory.

Direciors' Interest in coniracts

During the period, the Board recelved nofice that all the directors are officers of, or board members of Credil Unions or NZACU.
Use of Company information

The Bouard recelved no nofice during the period frorn the direclors requesting to use, disclose or act on company information,

Remuneration and other benefits
No remuneration was paid to directors during the year {2011: $32.083).

20712 2011
$ $
G Clouston - 18,333
§ Scott - 13,750
- 32,083

One employee of the Company received remuneration In excess of $100,000 per annum.

2012 2011
Remuneration
$100,000 - $150,000 1 1

Insurance and Indemnity
Dwing the period, no materal insurance or indemnity was effected for the benefit of any director or employee.

Donations
No donations wers made to any charifies during the pericd.
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Independent Auditors’ Report

to the shareholder of Credit Union Insurance Limited

Report on the Financial Statements

We have audited the financial statements of Credit Union Insurance Limited (the “Company”)
on pages 4 to 24, which comprise the statement of financial position as at 30 June 2012, the
underwriting income statement, the underwriting and statement of comprehensive income, the
statement of changes in equity and the statement of cash flows for the year then ended, and the
notes to the financial statements that include a summary of significant accounting policies and
other explanatory information.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of these financial statements in accordance
with generally accepted accounting practice in New Zealand and that give a true and fair view of
the matters to which they relate and for such internal controls as the Directors determine are
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These standards require that we comply with relevant
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider the internal controls relevant to the Company’s preparation of financial statements that
give a true and fair view of the matters to which they relate, in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for cur audit opinion.

We have no relationship with, or interests in, Credit Union Insurance Limited other than in our
capacities as auditors and tax advisors. These services have not impaired our independence as
auditors of the Company.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwc.com/nz



Independent Auditors’ Report

Credit Union Insurance Limited

Opinion

In our opinion, the financial statements on pages 4 to 24:
@ comply with generally accepted accounting practice in New Zealand;
(i) comply with International Financial Reporting Standards; and

(iii)  give a true and fair view of the financial position of the Company as at
30 June 2012, and its financial performance and cash flows for the year then ended.

Report on Other Legal and Regulatory Requirements
We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act
1993. In relation to our audit of the financial statements for the year ended 30 June 2012:

@ we have obtained all the information and explanations that we have required; and

(ii) in our opinion, proper accounting records have been kept by the Company as far as
appears from an examination of those records.

Restriction on Distribution or Use

This report is made solely to the Company’s shareholder, as a body, in accordance with Section
205(1) of the Companies Act 1993. Our audit work has been undertaken so that we might state
to the Company’s shareholder those matters which we are required to state to them in an
auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company’s
shareholder, as a body, for our audit work, for this report or for the opinions we have formed.

: «apt/\

Chartered Accountants Auckland
30 August 2012
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